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This matter comes before the Public Service Commission of South Carolina (the

"Commission") by way of the Application of Zone Telecom, Inc. ("Zone" or the

"Company") requesting a Certificate of Public Convenience and Necessity authorizing it

to provide resold intrastate interexchange and private line telecommunications services

within the State of South Carolina, and for alternative regulation. In addition, the

Company requests that the Commission regulate its business services offerings under the

identical regulatory treatment granted to AT&T Communications in Order Nos. 95-1734

and 96-55 in Docket No. 95-661-C. The Company's Application was filed pursuant to

S.C. Code Ann. §58-9-280 (Supp. 1999) and the Regulations of the Public Service

Commission of South Carolina.

The Commission's Executive Director instructed Zone to publish, one time, a

prepared Notice of Filing in newspaper's of general circulation in the affected areas. The

purpose of the Notice of Filing was to inform interested parties of Zone's Application and



DOCKET NO. 2000-443-C- ORDERNO.2001-405
MAY 7, 2001
PAGE2

of themannerandtime in which to file the appropriatepleadingsfor participationin the

proceeding.The Companycompliedwith this instructionandprovidedthe Commission

with proofof publicationof theNotice of Filing. NoPetitionsto Intervenewerefiled.

A hearingwas convenedon April 4, 2001, at 11:30 a.m. in the Commission's

Hearing Room at 101 Executive Center Drive, Columbia, South Carolina. The

HonorableWilliam Saunders,Chairman,presided.Zonewas representedby BonnieD.

Shealy,Esquire. AdelaideD. Kline, Staff Counsel,representedthe CommissionStaff.

Roy H. Barnette,Auditor, and JamesM. McDaniel, Chief, Telecommunicationsarea,

testifiedonbehalfof theCommissionStaff.

Jill Papenhausen,Director of Legal andRegulatoryAffairs, ZoneTelecom,Inc.

appearedandtestified in supportof the Application.Ms. Papenhausentestified that she

overseestariff and complianceissues,the implementationof Companypolicies and

procedures,andensuresthatZoneis in compliancewith all stateandfederalregulations.

In addition, she is the Company'sliaison with outsidecounselfor legal matters.Upon

receiving certification from the Commission,Zone plans to operateas a reseller of

intrastate interexchangetelecommunicationsservicesona statewidebasisandto offer a

full range of "1+" interexchangetelecommunicationssercices on a resale basis.

Specifically,Zone seeksauthorityto provide retail and wholesaleswitchedIntraLATA

and InterLATA long distanceservices;retail andwholesalecalling card services;retail

andwholesaleprivate line services,andalternativeoperatorservices.The recordreveals

that Zoneis aDelawarecorporationthatwas formedon June13,2000,andhasreceived

authorizationto transactbusinesswithin theStateof SouthCarolina.Zone is an indirect
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wholly-owned subsidiaryof e-Kong Group Limited (e-Kong Group), a widely held

Bermudacorporationwhosestockis listed on theHong Kong StockExchange.E-Kong

Group'sprincipal office andplaceof businessis locatedat Suite2101,K. Wah Centre,

191 Java Road, North Point, Hong Kong. Zone is currently authorizedto provide

telecommunicationsservicesin forty-four statesand at the time of thehearingalsohad

applicationspendingin four'states.

Regardingthe Company'stechnicalability to offer'telecommunicationsservices

in SouthCarolina,Ms. Papenhausentestified that Zone'sultimate corporateparent, e-

Kong Group, throughwholly-ownedsubsidiaries,engagesin the resaleof international

telecommunicationsservicesin Hong Kong and Singaporethrough a scalable and

portableserviceportal thatprovidesits customerswith accessto awide rangeof carrier's

at a singlesource,therebyenablingusersto selectthe mostcompetitivepricesfor' their'

calls. E-Kong specializesin the creationof business-to-businessand massmarket e-

commerceplatforms through which on-line customer'scan have immediateaccessto

manyofferingsacrossa particularsectorandcanpick andmix productsandservicesto

suit their needs.E-Kong Grouphasapproximately320 employeesworld-wide. Shesaid

that Zonewill bill customersdirectly eachmonth. In addition,Zonewill also use the

local exchangecarrier andthe Internetto bill its customers.Zonewill providedetailed

telecomcharges,taxesandsurcharges,eachof which will be listed separately.The date,

time, locationandnumbercalled,durationof thecall, andchargefor thecall aredetailed

for eachcall made.TheCompany'snameandtoll-free telephonenumberwill appearon
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the customer'smonthly bill. Zone's toll-free telephonenumber is 1-866-333ZONE.

Marjorie Spraguewill sevceastheCompany'scustomer'servicecontactperson.

Ms. Papenhausensaid the majority of her Company'smaiketing will be done

through advertising, sponsorship,and affinities. She explained the affinities and

sponsorshipsby giving an exampleof how the systemworks. Shesaid Zone would

approacha Chamberof Commercewhich would in turn sponsortheCompanyandlet its

membershipknow that the Chamberis endorsingZoneasa carrier'.Membersarefree to

selectacarrierbut aremadeawarethat their'local Chamberof Commerceis sponsoiing

Zone. In addition,shesaidthat salesagentswill solicit businessdirectly from residential

andbusinesscustomer's.Ms. PapenhausenstatedthatZone'ssalesagentswill operateout

of offices in New Jerseyand the Companyeventuallywill have salesagentsin South

Carolina.ShesaidZonedoesnot intendto usetelemarketingin SouthCarolinaat this

time; they may do telemarketingherein the future.Ms. PapenhausensaidZoneverifies

that a customerwishes to switch its servicesto Zone by using signed letters of

authorization. Ms. Papenhausenacknowledgedher Company'scommitment to the

Commission'smarketingguidelines.

Ms. Papenhausenoffered that Zone intends to utilize Sprint and Qwest

Communicationsas its underlying carrier's.Sheconfirmed that Zone will chooseits

underlyingcarriersbaseduponthe quality of ser-eiceof the carrier'properly certified by

the Commissionto providesuchservice.Ms. Papenhausenwill serveasthe Company's

regulatorycontactperson.
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As to Zone's managerialabilitiesto offer theservicesit proposesto offer in South

Carolina, Ms. Papenhausentestified that the Company's key managementteam

collectively hasover fifty yearsof telecommunicationsexperience.Derrick Bulawa is

Presidentand Chief Executive Officer. Mr. Bulawa has fifteen yearsof Internet and

communicationsexperiencein theUnitedStatesandAsia.Prior to joining e-KongGroup,

heheld senior'executiveandoperationalpositionswith, amongothers,STARTV, UNIFI

Communications,and GTE Spacenet.Lawton Bloom is Vice Presidentand Secretary.

Mr'. Bloom has extensiveexperiencein managingenhancedvoice and data services.

RobbinWells, Chief TechnologyOfficer,hasmorethantwenty-twoyearsof technology

experience,including thedevelopmentof IP networksacrossNorthAmerica,Europeand

Asia. Jeffrey Fraser'is Vice Presidentof ProductDevelopment.Jeffrey Chengis Chief

FinancialOfficer andTreasurerandStevenD. Pohlis AssistantSecretary.

In supportof Zone's financialability to providetheservicesit seeksto provide in

SouthCarolina,Ms. Papenhausentestified that Zone, throughthe strongcashposition

and creditworthinessof e-Kong Group, its ultimate parentcorporation,has accessto

sufficient capital in orderto providecompetitivetelecommunicationsservicesin South

Carolina.

Mr'. Bamettetestified as to his findings of the Audit Department'sreview of

Zone's unauditedfinancial statementsthat were submittedas part of the Company's

Application. He statedhe reviewedtwo setsof financial statements.The first setwas

datedDecember31, 1999,andthe secondsetwasdatedJune30, 2000.Accordingto Mr'.

Barnette,the Company'sfinancial statementsindicatethat e-Kong GroupLimited, the
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parent of the applicant,Zone Telecom, Inc. is in good financial position to begin

operationsin theStateof SouthCarolina.

Thepurposeof Mr'. McDanierstestimonywasto presentto the Commissionthe

findingsof theUtilities DepartmentregardingtheApplicationof Zonefor aCertificateof

Public ConvenienceandNecessity.Additionally, thepurposeof his reviewwas to ensure

that the Company'stariff complied with the Commission'sregulations,policies and

orders.Mr. McDaniel'stestimonyconsistedof commentsandsuggestedmodificationsto

the Company'stariff. Ms. PapenhausenagreedtheCompanywouldmakeall the changes

to Zone's tariff asrecommendedby CommissionStaffwitnessJamesM. McDaniel.The

Companyalsoagreedto addits emailaddressandtelephonenumberto eachtariff page.

According to the ApplicationandMs. Papenhausen'stestimony,Zone requestsa

waiver of 26 S.C.CodeAnn. Regs.103-610(1976)sothatZonecanmaintainits records

outsideof SouthCarolina.TheCompanywishesto maintainits booksandrecordsat its

headquartersin New Jersey; it will keep South Carolina specific records. Ms.

Papenhausenstatedthat the Companyis awareandagreesto abideby theCommission's

regulation that requires that theserecordsbe made available for' examinationby the

Commissionat reasonablehour's.Zone further'requestedthe Commission'spermissionto

beexemptfrom anyrecord-keepingrules or regulationsthatmight requirethe Company

to maintainits financial recordsin conformancewith the Uniform Systemof Accounts.

Accordingto therecord,Zonewishesto maintainits bookof accountsin accordancewith

theGenerallyAcceptedAccountingPrinciples(GAAP).
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Accordingto Ms. Papenhausen,Zonehasneverhad authoritydeniedin anystate

whereit hasappliedfor'authoritynorhasthe Companyhadauthorityrevokedin anystate

whereit hasbeengrantedauthority. Additionally, shesaidthatZonehasneverbeenthe

subjectof an investigation,fined or sanctionedby a stateor federal regulatorybody.

Accordingto thetestimony,Zonehasnotmarketedits servicesin SouthCarolinaprior'to

receiving certification. Ms. Papenhausentestified that the Companyhasnot received

revenuesfrom the completionof intrastatecalls in SouthCarolinaprior to receiving

certification. Additionally, she said that Zone has never been the subject of an

investigation,fined or sanctionedby a state or federal regulatorybody. Finally, Ms.

PapenhausentestifiedZone will abideby all the Commission'srules, regulationsand

Ordersupon the Companyreceiving certificationto operateas a resellerof intrastate

interexchangetelecommunicationsservicesin SouthCarolina.The Companyagreedto

providethe Commissionwith thefinal Tariff, a copyof its Bill Form, accordingto 26 S.

C. CodeAnn. Regs.103-612.2.2and103-622.1(1976).

After full considerationof theapplicablelaw, theCompany'sApplication, andthe

evidencepresentedat the hearing,the Commissionherebyissuesits findingsof fact and

conclusionsof law:

FINDINGS OF FACT

1. Zone is organized as a limited liability company under' the laws of the

State of Delaware and is authorized to do business as a foreign corporation in the State of

South Carolina by the Secretary of State.

2. Zone wishes to provide non facilities-based services in South Carolina.
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3. Zonehastheexperience,capability,andfinancialresourcesto provide the

servicesasdescribedin its Application.

CONCLUSIONS OF LAW

1. Based on the above findings of fact, the Commission determines that a

Certificate of Public Convenience and Necessity should be granted to Zone to provide

intrastate interLATA service and to originate and terminate toll traffic within the same

LATA, as set forth herein, through the resale of intrastate Wide Area

Telecommunications Services (WATS), Message Telecommunications Service (MTS),

Foreign Exchange Service, Private Line Service, or any other services authorized for'

resale by tariffs of carriers approved by the Commission.

2. The Commission adopts a rate design for the long distance services of

Zone which are consistent with the principles and procedures established for alternative

regulation for' business service offerings set out in Order Nos. 95-1734 and 96-55 in

Docket No. 95-661-C. Under' the Commission approved alternative regulation, the

business service offerings of Zone including consumer card services, and operator

services, are subject to a relaxed regulatory scheme identical to that granted to AT&T

Communications in Order Nos. 95-1734 and 96-55 in Docket No. 96-661-C. Under' this

relaxed regulatory scheme, tariff filings for business services shall be presumed valid

upon filing. The Commission will have seven (7) days in which to institute an

investigation of any tariff filing. If the Commission institutes an investigation of a

particular tariff filing within the seven days, the tariff filing will then be suspended until
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furtherOrderof theCommission.Any relaxationin thefuturereportingrequirementsthat

maybeadoptedfor AT&T shallapplyto Zonealso.

3. TheCommissionadoptsa ratedesignfor Zone for its resaleof residential

interexchangeserviceswhich includesonly maximumrate levels for eachtariff charge.

A rate structureincorporatingmaximumrate levels with the flexibility for adjustment

below themaximumrate levelshasbeenpreviouslyadoptedby theCommission. In Re:

Application of GTE Sprint Communications Corporation, etc., Order No. 84-622, issued

in Docket No. 84-10-C (August 2, 1984).

4. Zone shall not adjust its residential interexchange rates below the

approved maximum level without notice to the Commission and to the public. Zone shall

file its proposed rate changes, publish its notice of such changes, and file affidavits of

publication with the Commission two weeks prior to the effective date of the changes.

However', the public notice requirement is waived, and therefore not required, for

reductions below the maximum cap in instances which do not affect the general body of

subscribers or do not constitute a general rate reduction. In Re: Application of GTE

Sprint Communications, etc., Order No. 93-638, issued in Docket No. 84-10-C (July 16,

1993). Any proposed increase in the maximum rate level for interexchange services

reflected in the tariff, which would be applicable to the general body of the Company's

subscribers, shall constitute a general ratemaking proceeding and will be treated in

accordance with the notice and hearing provision of S.C. Code Ann. §58-9-540 (Supp.

1999).
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5. If it hasnot alreadydonesoby the dateof issuanceof this Order,Zone

shall file its revisedtariff and an accompanyingprice list within thirty (30) days of

receiptof thisOrder. Therevisedtariff shallbeconsistentwith thefindingsof this Order

andshallbeconsistentwith theCommission'sRulesandRegulations.Further',Zoneshall

file acopyof its Bill Formasrequiredby 26 S.C.CodeAnn. Regs.103-612.2.2and102-

622.1(1976)with its final Tariff.

6. Zone is subjectto accesschargespursuantto CommissionOrderNo. 86-

584, in which the Commission determinedthat for accesspurposes reseller'sand

facilities-basedinterexchangecarriersshouldbe treatedsimilarly.

7. With regardto the Company'sresaleof service,an end-usershouldbe

ableto accessanother'interexchangecartieror operatorserviceprovider if the end-user

sodesires.

8. Zoneshall reselltheservicesof only thoseinterexchangecarrier'sor LECs

authorizedto do businessin South Carolinaby this Commission. If Zone changes

underlyingcarTiers,it shallnotify theCommissionin writing.

9. Zoneshall file surveillancereportson a calendaror fiscal yearbasiswith

the Commissionasrequiredby OrderNo. 88-178in DocketNo. 87-483-C. Theproper

form for these reports can be found at the Commission's website at

www.psc.state.sc.us/forms. The title of this form is "Annual Information on South

Carolina Operations For Interexchange Companies and AOS'". Be advised that the

Commission's annual report for telecommunication companies requires the filing of

intrastate revenues and intrastate expenses.
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10. The Company shall, in compliance with Commission regulations,

designateandmaintainanauthorizedutility representativewho is preparedto discuss,on

a regulatory level, customerrelations(complaint)matters,engineeringoperations,tests

andrepairs. In addition, the Companyshallprovide to the Commissionin writing the

name of the authorizedrepresentativeto be contactedin connection with general

managementduties aswell asemergencieswhich occurduringnon-office hours.Zone

shall file the names,addressesandtelephonenumbersof theserepresentativeswith the

Commissionwithin thirty (30) daysof receipt of this Order. The "AuthorizedUtility

RepresentativeInformation" form can be found at the Commission's website at

www.psc.state.sc.us/forms; this form shall be utilized for' the provision of this

information to the Commission. Further, the Company shall promptly notify the

Commission in writing if the representatives are replaced.

11. With regard to the origination and termination of toll calls within the same

LATA, Zone shall comply with the terms of Order No. 93-462, Order Approving

Stipulation and Agreement, in Docket Nos. 92-182-C, 92-183-C, and 92-200-C (June 3,

1993), with the exception of the 10-XXX intraLATA dialing requirement, which has

been rendered obsolete by the toll dial parity rules established by the Federal

Communications Commission pursuant to the Telecommunications Act of 1996 (See, 47

CFR 51.209).

12. By its Application and testimony at the heating, Zone requested a waiver

from the Commission's requirement to maintain its books within the State of South

Carolina according to 26 S.C. Code Ann. Regs. 103-610 (1976). The Commission grants
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the Company'srequestto waive the record keepingregulationso that its books and

recordsmaybe kept at its principal office andheadquartersin New Jersey.Further,the

CommissiongrantsZone'srequestthat it be allowedto keepits books andrecordsin

accordancewith GAAPratherthantheUSOA.

13. TheCompanyis directedto complywith all RulesandRegulationsof the

Commission,unlessaregulationis specificallywaivedby theCommission.

14. This Ordershall remain in full forceandeffect until further'Orderof the

Commission.

BY ORDEROFTHE COMMISSION:

Chairman

ATTEST:

xecutive_or -

(SEAL)


